Abstract. The financial statements of a company are used by external users as the main source of information in order to take financially informed decisions. The author of the article has summarized the study on one of the financial statements -a statement of comprehensive income (CI statement) that enables creditors and investors to assess the process of the formation of company's profit and profitability. Purpose: on the basis of the study of the specificity of the preparation of the statement of comprehensive income to analyze and evaluate the influence of CI statement items on the profitability of Latvian companies. In order to achieve the purpose, the author has structured the research in two parts. In the first part of the article the author describes the theoretical framework of the core, type and content of CI statement and describes the components of other comprehensive income. In the second part of the article the author has analyzed the methodology for the preparation of CI statement at Latvian companies and impact of other comprehensive income on profitability. The subject of research was a sample of 26 financial statements of Latvian companies. The author applied quantitative and qualitative research methods generally accepted in economics: classification, comparative analysis and synthesis, statistical methods. The essence of research findings is that the core of items of CI statement and the division into the reclassified and not reclassified items of other comprehensive income (OCI) are important for the company`s financial result -evaluation of profit. Research showed that most of Latvian companies under research were influenced by reclassified items; besides, positively influenced -profitability ratios of ROE and ROA. The author believes that, when evaluating the profitability of assets and the equity of the company, the financial analysts shall take into account the reclassified items of OCI, and the calculations shall be performed using the modifications of ROE and ROA formulas.
Introduction
The financial statements of companies are used by external users as the main information source in order to analyze, assess and forecast the companies' financial situation, results of performance, cash flow and, on the basis The purpose of the research: on the basis of the study of the specificity of the preparation of comprehensive income statement to analyze and evaluate the influence of CI statement items on the profitability of Latvian companies. In order to achieve the purpose, the author has structured the research in two parts. In the first part of the article the author describes the theoretical framework of the core, type and content of CI statement and describes the components of other comprehensive income. In the second part of the article the author has analyzed the methodology for the preparation of CI statement at Latvian companies and impact of other comprehensive income on profitability. The subject of research was a sample of 26 financial statements of Latvian companies. The author applied quantitative and qualitative research methods generally accepted in economics: classification, comparative analysis and synthesis, statistical methods. At the end of the article there have been presented the conclusions drawn as a result of research performed and the suggestions for the improvement of methodology used to calculate the profitability of companies.
Theoretical Framework
Initially, when SFAS No.130 "Reporting Comprehensive Income" was adopted in June 1997, CI statement was introduced in the companies' financial statements in the USA. The above mentioned statement replaced the Income Statement. The FASB defines the comprehensive income as "the change in equity [net assets] of a The International Journal ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 2018 Volume 6 Number 1 (September) http://doi.org/10. 9770/jesi.2018.6.1(6) business enterprise during a period from transactions and other events and circumstances from non-owner sources. It includes all changes in equity during a period except those resulting from investments by owners and distributions to owners" (FASB, 1997) . Thus the aim of the preparation of such statement is "a measure of all changes in equity of an enterprise that result from recognized transactions and other economic events of the period other than transactions with owners in their capacity as owners" (FASB, 1997) . Similar description of the core of CI statement is provided by IASB: "the statement of comprehensive income shall present, in addition to the profit or loss and other comprehensive income sections: (a) profit or loss (the total of income less expenses, excluding the components of other comprehensive income); (b) total other comprehensive income (items of income and expense, including reclassification adjustments, that are not recognised in profit or loss as required or permitted by other IFRSs); (c) comprehensive income for the period, being the total of profit or loss and other comprehensive income (the change in equity during a period resulting from transactions and other events, other than those changes resulting from transactions with owners in their capacity as owners) (IASB, 2016) .
Having compared descriptions provided by FASB and IASB, we can draw a conclusion that the international standard provides more explanation on separate components of CI statement. With regard to IFRS No.130 "Reporting Comprehensive Income", the Dutch specialist (Detzen, 2016) Table 1 ).
As we can see in Table 1 , irrespective of the type of CI statement, the content of this statement is identical. The only formal difference -if CI statement is prepared as two separate statements, then the Statement of OCI starts with the item 'profit or loss for the period'. There is no also difference, when disclosing which items have affected the profit or loss for the period. Like before coming into force of the amended IAS No.1 "Presentation of Financial Statements", now the companies can choose the method for the classification of expenses: based on their nature or their function.
As a conceptual difference from the previous P/L statement, it should be pointed out that there is a new section included into the CI statement -other comprehensive income (OCI). In this section the company must show the items of income and expense, including reclassification adjustments, that are not recognised in the profit or loss as required or permitted by other IFRS. The components of other comprehensive income include: (a) changes in revaluation surplus, (b) remeasurements of defined benefit plans, (c) gains and losses arising from translating the financial statements of a foreign operation, (d) gains and losses from investments in equity instruments designated at fair value through other comprehensive income, (e) the effective portion of gains and losses on hedging instruments in a cash flow hedge and the gains and losses on hedging instruments that hedge investments in equity instruments measured at fair value through other comprehensive income, (f) for particular liabilities designated as at fair value through profit or loss, the amount of the change in fair value that is attributable to changes in the liability's credit risk, (g) changes in the value of the time value of options when separating the intrinsic value and time value of an option contract and designating as the hedging instrument only the changes in the intrinsic value, and (h) changes in the value of the forward elements of forward contracts when separating the forward element and spot element of a forward contract and designating as the hedging instrument only the The International Journal ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 2018 Volume 6 Number 1 (September) http://doi.org/10.9770/jesi.2018.6.1(6) changes in the spot element, and changes in the value of the foreign currency basis spread of a financial instrument when excluding it from the designation of that financial instrument as the hedging instrument (IASB, 2016). Gazzola, Amelio (2014, p.175-176) state: "Basically, these are items (items of OCI -author) that are politically unpalatable to the accounting standard setters for inclusion in traditional net income because of their volatility. OCI is those expenses, gains, revenues and losses which are excluded from net income. These items usually appear in other comprehensive income when they have not yet been realized. It is believed that other comprehensive income is made to give the management a more comprehensive view of the company's financial statement. The OCI adjustments are mainly revaluations coming from the new fair-value orientation of accounting standards". Similar point of view on the core of OCI items is presented by Mackenzie B., Coetsee D. et al. (2014, 72. p.) , who state that: "However, unrealized gains and losses also reflect real economic transactions and events and are of great interest to decision makers. ... Both the financial reporting entities themselves and the financial analyst community go to great lengths to identify those elements within reported income which are likely to be continuing into the future, since expected earnings and cash flows of future periods are main drivers of share prices".
In addition to this it should be mentioned that, in conformity with the requirements of IAS No.1, items of other comprehensive income shall be disclosed in two parts: items, which will not be reclassified subsequently to profit or loss, and, which will be reclassified subsequently to profit or loss. The company may present these items either: 1. as net of related tax effects, or 2. before related tax effects with one amount shown for the aggregated amount of income tax related to those items. The author of the article agrees to the point of view expressed by scientists Mackenzie B., Coetsee D. et al. (2014, 73. p.) that: "The information provided by the statement of profit or loss, relating to individual items of income and expense, as well as to the relationships between and among these items (such as the amounts reported as gross margin or profit before interest and taxes), facilitates financial analysis, especially that relating to the reporting entity's historical and possible future profitability. Even with the ascendancy of the statement of financial position as the premier financial statement, financial statement users will always devote considerable attention to the statement of profit or loss".
The author's point of view is that the requirement to prepare CI statement will enable the external users of financial statements, especially -creditors and investors, to obtain more complete information on the company's profit development processes. At the same time it should be pointed out that no company in Latvia is prohibited to prepare financial statements in conformity with IAS/IFRS. However, if a company voluntarily chooses to prepare a financial statement in conformity with the requirements of IAS/IFRS, it shall have to prepare a financial statement also in conformity with the laws and regulations of Latvia. This gives more privileges to the holding companies and large State capital companies of Latvia for which the legislation envisages an opportunity to choose: to prepare their consolidated statements either in conformity with the requirements of IAS/IFRS or the requirements of Latvian legislation.
The Analysis of Comprehensive
The subject of research was a sample of 26 financial statements of Latvian companies: 15 banks and 11 nonfinancial companies that prepare their statements in conformity with the requirements of IAS/IFRS. The information about the financial statements of banks has been obtained from their home pages in the internet, but the information about the financial statements of non-financial companies -in the publicly available Nasdaq Baltic stock market from the Baltic regulated market list. According to the author's opinion, in order to get assurance the company's financial statements are prepared in accordance with regulatory framework, it is useful to include into this research the listed companies. The regulations of the NASDAQ OMX Riga stock exchange require that all the listed companies must include into their audited annual reports also their corporate management issues. The stock exchange also encourages the development of corporate social responsibilities (CSR) principles by presenting various awards on the level of the Baltic States (Sneidere, Vigante, 2014). In order a company could list its securities at the Baltic stock market, it should be in operation for at least 3 years; it should have at least EUR 4 million market capitalization and at least 25% of shares, or shares worth of EUR 10 million, in public hands (NASDAQBALTIC).
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The author divided the chosen companies into three groups: banks, production and trade companies and service companies. The author examined their CI statement for the year 2017 according to the following indications: 1. The form of the CI statement (one or two statements), 2. Expenses classification method (based on the nature or the function) in the statement of P/L or P/L section, 3. Method for the disclosure of OCI items (after or before tax), 4. The OCI items and their impact on the reported profit or loss of in studied entities, 5. The impact of the methodology of CI statement preparation on the indicators of company's profit, using the ratios of profitability.
Within the framework of research, the author chose two basic indicators of profitability -Return on Equity (ROE) and Return on Assets (ROA). Where a business has a policy of regular revaluation of assets, the ROA is likely to provide a better measure of economic performance (O`Regan, 2007) . Such ratio measures the profit that an enterprise is generating relative to the assets employed and shows productivity of capital (Fridson, Alvarez, 2011) . In its turn, ROE is a comprehensive indicator of a firm`s performance because it provides an indication of how well managers are employing the funds invested by the shareholders to generate returns (Palepu, Healy, Bernard, 2004) . For the practical calculations of profitability indicators, the author used the formulas, where Net Income is an equal item to Profit or Loss for the period: ROE, % = (NET INCOME/EQUITY) × 100 [Fridson, Alvarez, 2011] (1) ROA, % = (NET INCOME/ASSETS) × 100 [Palepu, Healy, Bernard, 2004] (2) In order to evaluate the impact of CI statement methodology on the company`s profitability, the author modified these formulas (ROERC; ROARC) by reclassified items of OCI:
ROERC, % = (NET INCOME+ RECLASSIFIED OCI)/EQUITY × 100 (3) ROARC, % = (NET INCOME+ RECLASSIFIED OCI) /ASSETS × 100 (4)
Results
The results of the analysis on the CI statement methodology and OCI impact on profit or loss are summarized in Table 2 . The International Journal ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 2018 Volume 6 Number 1 (September) http://doi.org/10.9770/jesi.2018.6.1 (6) items of other comprehensive income, and most of them (72%) recognize these items after tax. Having analyzed those companies in details, which recognize the items of OCI, the author found that most of them (77% or 17 companies) in this part disclose only such gains and losses, which will be reclassified subsequently to profit or loss, but 14% or 3 companies disclose the items, which will be both reclassified and not reclassified, the other 2 companies disclose only those items, which will not be reclassified. All banks and one production and trade company in the reclassified items of OCI disclose the gains and losses due to the fluctuations of the fair value of financial assets available for sale, which most often (58%) is the item included into this section. The second most often reclassified OCI item (38%) is gains and losses arising from translating the financial statements of a foreign operation; this can be observed in the statements of five banks, four production and trade companies and one service company. Such not reclassified OCI item as changes in the intangible assets and fixed assets revaluation surplus has been identified in the statements of 4 companies (two banks, one production and trade company and one service company). Only in 2 statements there has been included the non-reclassified item -remeasurements of defined benefit plans (in the statements of one production and trade company and one service company), but the reclassified item -the effective portion of gains and losses on hedging instruments in a cash flow hedge -has been disclosed in the statement of one service company.
At the next stage of research the author evaluated how OCI items that will be reclassified in the statement of P/L in the next reporting period have impact on the reported profit or loss. In Table 2 it is indicated that most of the companies studied (69%) reported profit in the year 2017 and most of these companies (89%) recognized some OCI items. Insignificant part of companies (31%) reported loss, and most of them (75%) recognized OCI items. Besides, it should be pointed out that most of the companies' (77%) OCI items have impact on the reported profit or loss.
As we can see in Table 2 , out of all 26 companies under research, in case of 77% or 20 companies it is possible to observe the impact of OCI items on the reported profit or loss, including 14 banks, 5 production and trade companies and 1 service company. Therefore the author will perform the calculations of profitability only for these companies. The analysis of the impact of reclassified OCI items on the banks and production and trade companies' ROE and ROA has been shown in Tables 3 and 4 . 
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The research shows ( Tables 3 and 4 ) that reclassified OCI items influence the level of profitability indicators. Most of the companies studied (banks -79%, production and trade companies -80%) present positive impact on the assets and equity profitability, because the profitability level is higher. Out of four service companies under research, the OCI items of one company have negative impact on ROE and ROA, namely, the profitability indicators diminish. The calculations performed by author enable to draw a conclusion that by using formula modifications ROERC and ROARC and by including the reclassified items into the calculation, the creditors and investors obtain more complete idea of the profit development process at the companies.
Conclusions
Measures of profitability will be important for different users of financial statements. The research showed that Latvian companies prepare comprehensive income statement according to different types; most of them prepare this statement as one statement consisting of two sections: a profit or loss section and other comprehensive income section. Most of the investigated entities recognize in their comprehensive income statement the items of other comprehensive income, besides, it is established that most of them in this section disclose only such gains and losses, which will be reclassified subsequently to profit or loss. Most often the reclassified item used is gains and losses due to the fluctuations of the fair value of financial assets available for sale; it is included into the statements of all banks and in the statements of one production and trade company. The second most often reclassified item of OCI is gains and losses arising from translating the financial statements of a foreign operation; this can be observed in the statements of five banks, four production and trade companies and one service company. Out of the not reclassified OCI items the most often is mentioned gains and losses arising from changes in intangible assets and fixed assets revaluation surplus, which is included into the statements of two banks, one production and trade company and one service company.
The core of items of other comprehensive income (gains or loss) and the division into the reclassified and not reclassified items are important for the company's financial result -evaluation of profit. The research showed that most of Latvian companies under research were influenced by reclassified items, besides, positivelyprofitability ratios of ROE and ROA. Of course, the impact of reclassified items on profit depends on the core of these items, i.e., whether they increase or decrease the company's profit or loss for the period. The author's point of view is that the requirement to prepare the statement of comprehensive income will enable the external users of financial statements to obtain more complete information on the process of the development of companies' profit, as well as to evaluate more precisely the profitability. The author believes that, when evaluating the profitability of assets and the equity of the company, the financial analysts shall take into account the reclassified items of other comprehensive income, and the calculations shall be performed using the modifications of ROERC and ROARC formulas. The substantiation is that these gains and losses arise from the transactions, events and conditions of the reported period, although they will be related to profit or loss in the subsequent periods when specific conditions are met.
